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BACKGROUND OF THE INVENTION 

1. The Field of the Invention 

The present invention relates to systems for creating and processing health insurance 
claims. More particularly, the present invention relates to automated health claims 
processing systems, wherein ajiealthxare provider may access jirformation relating to 
patients, create and submit claims electronically, learn whether the claims ^e_toJb.e, 
automatically or manually adjudicated, and receive automat ed elec tronic payment from the 
claims processing system^ 

2. Relevant Technology 

The cost of health care continues to increase as the health care industry becomes 
more complex, specialized, and sophisticated. The proportion of the gross domestic product 
that is accounted for by health care is expected to gradually increase over the coming years 
as the population ages and new medical procedures become available. Over the years, the 
delivery of health care services has shifted from individual physicians to large managed 
health maintenance organizations. This shift reflects the growing number of medical, dental, 
and pharmaceutical specialists in a complex variety of health care options and programs. 
This complexity and specialization has created large administrative systems that coordinate 
the delivery of health care between health care providers, administrators, patients, payors, 
and insurers. The cost of supporting these administrative systems has increased during recent 
years, thereby contributing to today's costly health care system. 

A significant portion of administrative costs is represented by the systems for 
reviewing and adjudicating health care provider payment requests. Such payment requests 
typically include bills for procedures performed and supplies given to patients. Careful 
review of payment requests minimizes fraud and unintentional errors and provides 
consistency of payment for the same treatment. However, systems for reviewing and 
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adjudicating payment requests also represent transaction costs which directly reduce the 
efficiency of the health care system. ^Reducing the magnitude of transaction costs involved 
in reviewing and adjudicating payment requests would have the effect of reducing the rate 
of increase of health care costs. Moreover, streamlining payment request review and 
adjudication would also desirably increase the portion of the health care dollar that is spent 
on treatment rather than administration. 

Several factors contribute to the traditionally high cost of health care administration, 
including the review and adjudication of payment requests. First, the volume of payment 
requests is very high. Large health management organizations may review tens of thousands 
of payment requests each day and tens of millions of requests yearly. In addition, the 
contractual obligations between parties are complex and may change frequently. Often, there 
are many different contractual arrangements between different patients, insurers, and health 
care providers. The amount of authorized payment may vary by the service or procedure, by 
the particular contractual arrangement with each health care provider, by the contractual 
arrangements between the insurer and the patient regarding the allocation of payment for 
treatment, and by what is considered consistent with current medical practice. 

During recent years, the process of reviewing and adjudicating payment requests 
from health care providers has become increasingly automated. For example, there exist 
claims processing systems whereby technicians at health care providers' offices electronically 
create and submit medical insurance claims to a central processing system. The technicians 
include information identifying the physician, patient, medical service, insurer, and other data 
with the medical insurance claim. The central processing system verifies that the physician, 
patient, and insurer are participants in the claims processing systems. If so, the central 
I^rocessing.sy stem converts the medical insurance daimjnto the appropriate format of the 
specified insurer, and the claim is then forwarded to the insurer. JLFpon adjudication and 
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ap^o vs^f Jhe insurance c laims , the insur.er„injLtiates. an electronic^fiinds ^transfer to the 
physician's jiccount. 

The foregoing example of an automated payment system reduces the amount of 
paperwork and time required to process insurance claims and receive payment for treatment 
provided to patients. t However, a significant cost in processing insurance claims is the 
review and adjudication of individual-claims. Careful review of payment requests minimizes 
fraud and unintentional errors and provides consistency of payment for the same treatment. 
Furthermore, adjudication of insurance claims ensures that the treatment for which payment 
is requested conforms to current medical practice and to the contractual obligations of the 
insurer with respect to the patient and health care provider. However, because manual 
review and adjudication of insurance claims is labor intensive, ji large number of payment 
. requests are simply paid to the requesting.health care provider-with minimal review. 

There have been developed systems that partially automate the claims review and 
adjudication process. Under these systems, payment requests are accompanied by codified 
diagnostic and treatment summaries that describe the nature of the patient's condition and the 
treatment provided. For example, the medical services and procedures provided to the 
patient may be described using the codes and code modifiers of a volume entitled Physician's 
Current Procedural Terminology (CPT), which is maintained and updated annually by the 
American Medical Association. 

When a central processing system receives codified payment requests, the system 
may either summarily approve the request for payment or may assign one or more review 
codes to the payment request, depending on the diagnosis and treatment. Review codes 
indicate that the payment request should be further analyzed for consistency with current 
medical practice or with the patient's condition before payment is authorized. Again, 
depending on the nature of the treatment, payment requests that are assigned review codes 
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may be either further processed by the automated system or may be forwarded to a medical 
analyst for manual adjudication. 

The foregoing systems at least partially automatically adjudicate insurance claims 
and have the advantages of reducing the labor intensive nature of the adjudication process 
and reducing the amount of time needed for claims processing. However, these systems fall 
short of reducing or eliminating many of the aspects of the claims processing procedure that 
require repeated or intensive human attention. For example, from the health care provider's 
standpoint, it is very difficult to routinely be aware of the medical treatments and services 
that are covered by each patient's insurance plan, since different patients often have widely 
different contractual arrangements with insurers and health care providers. Depending on 
the insurance plan of each patient, the patient's medical condition, the patient's treatment 
history, and other factors, certain treatments may or may not be subject to insurance 
coverage. 

In the past, physicians or their staff have had to spend inordinate amounts of time 
investigating which treatments will be covered by various insurers and insurance plans. 
Without detailed investigation, payment request are often rejected in full or in part for being 
directed to treatments not covered by a patient's insurance plan. Furthermore, physicians are 
often not made aware of payment request denials until after the sometimes lengthy review 
and adjudication process is completed. Such delay and uncertainty frequently leads to 
inefficiencies in providing and selecting appropriate medical treatments and can lead to 
patient and health care provider frustration. 

Another problem with current claims processing procedures is that health care 
providers are required to submit certain patient and treatment information with payment 
requests. This patient and treatment information may include the patient's medical history, 
medical condition, and the treatment provided to the patient, along with other information 
that identifies the patient and gives background information. Often, different insurers and 
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insurance plans require different sets of patient and treatment information. Accordingly, 
health care providers have been required to investigate the range of information required with 
individual patients and their associated insurers and insurance plans. Otherwise, health care 
providers run the risk of submitting too little information to the insurer, with the result that 
the payment process is delayed as the claim is returned to the health care provider and the 
correct information is gathered and submitted. In other situations, time and effort is wasted 
as patients and health care providers provide more information than is required by particular 
insurers. 

Another problem with current systems is that when a claim is submitted for 
processing, the health care provider has no indication of how the claim may be processed or 
how the claim may be adjudicated. For example, if a particular insurer uses a combination 
of automated and manual adjudication procedures, there is no way for a health care provider 
to tell if the claim will be adjudicated manually or automatically. Furthermore, there is no 
way for the health care provider to determine the likelihood that a claim will be paid. In 
addition, since the exact amount that is ultimately paid may depend on the adjudication status 
of the claim, it may be difficult for a health care provider to determine the value of claims 
when they are submitted. Finally, since the adjudication process may take an indefinite 
amount of time, it is difficult to identify when payment can be expected. 

Conventional claims processing systems further do not allow health care providers 
to adequately monitor the status of an insurance claim during the processing thereof. For 
example, if a submitted insurance claim has not been paid in a timely fashion, the health care 
provider generally has no automated system for learning of the st atus_of.the submitted claim. 
Typically, the only options are to personally contact a representative of the claims processing 
system orto merely wait for eventual payment or rejection of the submitted claim. 

In view of the foregoing, there is a need in the art for more fully automated claims 
processing systems. For example, it would be an advancement in the art to reduce the 
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uncertainty as to whether a claim to be submitted is likely to be paid or rejected. 
Furthermore, it would be advantageous to provide a claims processing system that would 
more easily allow health care providers to know what patient and treatment information must 
accompany insurance claims. There also exists a need for systems that allow health care 
providers to easily learn of the status of submitted insurance claims. 



SUMMARY OF THE INVENTION 

The present invention relates to claims processing systems that allow health care 
providers to electronically submit insurance claims for payment. The claims processing 
systems utilize network or other remote communication between computer processors, 
thereby increasing efficiency and decreasing the costs and time that have been associated 
with conventional claims processing systems. 

V^r^^^The claims processing systems include a benefits system which allows patients to 




ccess their medical benefits information on-line, and optionally to allow authorized 
individuals to modify either benefit Information or insurance plans when desired. 
Furthermore, health care providers have\access to patient and benefits information in 
preparation for consulting with a patient. Optionally, the health care provider can access, 
download, or print a partially prepared claim or diagnosis form having much of the patient 
and benefits information already included mereon. Partial ly preg^d^dmms forms 
significantly reduce the overall time and effort and cost that is required to ensure that 
accurate and complete patient and treatment inf&rmation is submitted with the insurance 
claims, and that the claims conform to the requirements of the ins urer. | 

An automated adjudication system is also included in the claims processing systems 
of the invention. One function of the automated adjudication system is to perform a 
precheck process on claims before submission. When a health care provider contemplates 
providing treatment to a patient and submitting a claim to the patient's insurer for payment, 
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the precheck process may be used to determine whether the claim may be automatically 
adjudicated or must instead by manually adjudicated. For example, the precheck process 
involves comparing the diagnosis and the proposed or actual treatment against a benefits 
database that contains information relating to currently accepted medical practice, the 
contractual arrangements between the patient, the insurer, and the health care provider, and 
the patient's medical history. If the precheck process indicates that a claim based on the 
diagnosis and proposed treatment would be automatically adjudicated, the health care 
provider is informed of this result. If however, the proposed claim is consistent with fraud, 
unintentional error, or if for some other reason the insurer would subject the claim to a more 
thorough review, the health care provider is informed that manual adjudication is to be 
conducted. In response, the health care provider may choose to modify the content of the 
claim in an effort to obtain automated adjudication. Feedback from the precheck process 
may also provide information of the amount that will be paid for the claim. 

The claims precheck process significantly increases the ease by which a health care 
provider may submit claims that conform to accepted medical practice, the preferences of the 
insurer, or other standards that allow expedited review and payment of claims. The precheck 
process decreases the costs that have been previously associated with investigation on the 
part of the health care provider as to the types of treatment that would be subject to 
automated review and adjudication. Furthermore, the precheck process allows the health 
care provider to gain a more complete understanding of the status and value of the claim 
prior to submission. 

When the health care provider is satisfied with the status of the claim, it is submitted 
to the adjudication system, where it is either automatically adjudicated or forwarded to a 
claims shop for manual review and adjudication. A payment system included in the claims 
processing systems of the invention imtiates-payre ient for approved claims usi ng^electronic 
^^Jxa^i^x^ In the alternative, paper checks may be used to pay the health care provider. 
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The claims processing systems optionally include a payment tracking system that 
allows health care providers to monitor the payment status of submitted claims. For 
example, a health care provider may remotely log on to a central system and request 
information relating to the review, adjudication, and payment process with respect to a 
particular submitted claim or patient. In response to this request, the central system retrieves 
the requested information and transfers the information to the health care provider. The 
payment tracking systems of the invention provide significant advantages over the claims 
processing systems that have previously been used in the art. Under the invention, health 
care providers have greatly improved access to the payment status of claims during the 
review process. 

The communications infrastructure of the claims processing system may 
advantageously comprise the Internet. For example, the claims precheck process, claims 
submission, payment status tracking, and other functions whereby remote computer 
processors interact may be performed via the Internet. Alternatively, other wide area 
networks or direct dial access may be used to support the communications infrastructure of 
the invention. 

These and other objects, features, and advantages of the present invention will 
become more fully apparent from the following description and appended claims, or may be 
learned by the practice of the invention as set forth hereinafter. 
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BRIEF DESCRIPTION OF THE DRAWINGS 

In order that the manner in which the above-recited and other advantages and objects 
of the invention are obtained, a more particular description of the invention briefly described 
above will be rendered by reference to specific embodiments thereof which are illustrated 
in the appended drawings. Understanding that these drawings depict only typical 
embodiments of the invention and are not therefore to be considered to be limiting of its 
scope, the invention will be described and explained with additional specificity and detail 
through the use of the accompanying drawings in which: 

Figure 1 is schematic diagram of primary subsystems of the claims processing 
systems of the invention. 

Figure 2 is a schematic diagram illustrating an example of the communication 
infrastructure that allows health care providers, patients, and others to retrieve and submit 
claims and insurance benefits information. 

Figure 3 diagrammatically illustrates selected choices available to a patient when the 
patient accesses the benefits information stored on the benefits system of Figure 1. 

Figure 4 is a schematic diagram illustrating in greater detail the elements of the auto- 
adjudication system and the payment system of Figure 1 . 

Figure 5 is a flow diagram broadly showing a method whereby claims are submitted 
for either automated adjudication or manual adjudication. 

Figure 6 is a flow diagram depicting a method whereby a health care provider may 
learn, prior to submission of a claim, whether the claim is to be automatically adjudicated 
or manually adjudicated. 

Figure 7 is a flow diagram illustrating selected steps in a method for making 
payment of submitted claims using the payment system of Figure 1 . 
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Figure 8 diagrammatically illustrates selected choices available to a health care 
provider for tracking the payment status of a submitted claim using the payment tracking 
system of Figure 1 . 

Figure 9 is a schematic diagram of one example of a claims processing system of the 
invention incorporating a benefits system, an auto adjudication system, a payment system, 
and a payment tracking system. 

Figure 10 is a schematic diagram of another example of a claims processing system 
of the invention, wherein the claims are submitted for prechecking and payment over the 
Internet. 

Figure 1 1 is a flow diagram depicting selected steps of a method of submitting 
claims for prechecking and payment using the system of Figure 1 0. 

DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS 

The present invention relates to claims processing systems that allow health care 
providers to electronically submit insurance claims for payment. The claims processing 
systems allow the health care provider to access the patient's benefits information relating 
to the contractual arrangement between the patient, the health care provider, and insurer. 
Before the health care provider submits the claims for payment and optionally before the 
treatment is performed on the patient, the claim may be pretested to determine whether the 
claim is to be automatically adjudicated or manually adjudicated. If the claim is to be 
automatically adjudicated, the health care provider may learn the amount that the insurer will 
pay for the treatment. If the pretesting indicates that manual adjudication will be necessary 
and the health care provider desires the certainty that automated adjudication affords, the 
treatment and the claim may be adjusted as needed in order to allow automatic adjudication. 

The pretested claim is submitted to the claims processing t ;system, and the claim is 
adjudicated according to the method that has been specified in the pretesting procedure. 
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According to one embodiment of the invention, the health care provider may learn the 
payment status of the claim during the adjudication and payment process. Finally, electronic 
funds transfers are executed for insurance claims that have been adjudicated and approved. 

In certain embodiments of the invention, the patient is also allowed to access the 
claims processing system in order to learn the scope of benefits provided under the patient's 
insurance plan. Furthermore, the patient may be allowed to request modification of the 
benefits and of the contractual arrangements with respect to the health care providers, the 
insurers, or other parties. 

Turning now to Figure 1 , the various subsystems of one embodiment of the claims 
processing systems of the invention are set forth. Benefits system 20 allows the health care 
provider to learn of the health care benefits associated with individual patients as the health 
care provider prepares for consultation with the patient. In addition, the benefits system may 
be accessible by the patients in order to inform the patients of the scope of their medical 
coverage. Finally, benefits system 20 is available to employers to provide benefit 
information to employees. One advantage of benefits system 20 is that it allows employees 
or other insured persons to directly access benefit information instead of requesting the 
information from a benefits office or other benefit administrator. This reduces the overall 
cost to provide a staff to answer questions about benefits, further reducing administrative 
overhead. 

Automated adjudication system 22 permits health care providers to electronically 
prepare insurance claims and submit the claims to the claims processing system. In one 
embodiment of the invention, the health care provider may use automated adjudication 
system 22 to determine, before submitting the claim, whether the claim is to be automatically 
adjudicated or manually adjudicated. Furthermore, the health care provider has the option 
to editing and the claim in order to allow automatic adjudication if desired. 
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Once an insurance claim has been adjudicated and approved, whether automatically 
or manually, a payment system 24 initiates a transfer of funds to the health care provider in 
response to the adjudicated insurance claim. In certain embodiments of the invention, the 
health care provider may access information regarding the adjudication status or the payment 
status of a submitted claim using payment tracking system 26. The function and structure 
of benefits system 20, automated adjudication system 22, payment system 24, and payment 
tracking system 26, and the manner in which these systems interact may be further 
understood by referring to Figures 2-9. 

The communications infrastructure whereby health care providers, patients, and 
others may access benefits information from the claims processing systems is illustrated in 
Figure 2. Benefits system 20, which may include a central processor or a network server, is 
linked to patient and patient health benefits information contained in a benefits database 28. 
The information included in benefits database 28 may represent, for each participating 
patient, the contractual and insurance obligations between the patient, the insurers, and the 
participating health care providers. Such information may include, for example, the 
treatment covered by the patient's selected insurance plan, co-payments or other portions of 
medical expenses to be paid by the patient, running totals of periodic health care expenses 
actually paid by the patient, and the like. The periodic running totals of health care expenses 
paid by the patient may be provided, for example, because many insurance plans specify 
payment caps or the maximum amount that is to be paid by the patient as their portion of 
health care expenses during a calendar year or another period of time. Furthermore, any 
other patient or patient health care benefit information, such as medical history, persons to 
be contacted in case of emergency, and the like, may be contained in benefits database 28 as 
desired or needed. Accordingly, the combination of benefits system 20 and benefits database 
28 represents one example of means for storing health benefit information. 
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In this embodiment, the claims processing system includes means for health care 
providers to access the health benefit information. Access terminals 30 are but one example 
of such means for accessing health benefit information. In particular, interactive access to 
benefit system 20 and benefits database 28 is provided via access terminals 30, which 
communicate with the benefits system in a network infrastructure. Transport mechanism 32 
is used to transfer information between benefit system 20 and access terminals 30. Transport 
mechanism 32 may be the Internet, a dedicated wide area network, direct dial access using 
telephone lines, or any other communication system whereby remote computers may 
communicate with each other. In many cases, the use of the Internet as transport mechanism 
32 and as the network infrastructure for supporting much of the other communications and 
data transfer functionality of the claims processing systems of the invention provides certain 
advantages. For example, taking advantage of the Internet eliminates the need to establish 
a dedicated wide area network. It can be understood that in cases wherein transport 
mechanism 32 is the Internet or another wide area network, access terminals 30 may be client 
terminals and benefits system 20 may include a network server or be installed on a network 
server. 

Depending on the particular functions desired from benefits system 20, health care 
providers and patients may access various types of information using access terminals 30. 
For example, the health care provider or patient may make a request to benefits system 20 
for health care benefits information. As but one example of puch a request, a patient 
contemplating elective surgery could use the system depicted in Figure 2 to learn whether 
his_or her medical insurance covers the contemplated surgery. Likewise, the surgeon who 
will perform the operation may use access terminal 30 to determine the patient's scope of 
insurance coverage. Optionally, a patient or other authorized entity may modify the benefits 
package using access terminal 30. One example of modifying benefits is adding or removing 
jndeneiidentjw ho is authorized to receive health care under a patient's medical insurance. 
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According to yet another feature of the benefits system of the invention, the health 
care provider optionally is allowed to download a diagnosis, treatment, or claim form that 
is already partially prepared with the patient's personal, medical, and/or benefits information. 
Accordingly, the health care provider may more efficiently prepare and submit claims for 
payment after treating the patient and may ensure that the information required by the insurer 
is included in the submitted claim in the appropriate format. 

Interaction between a health care provider or a patient using access terminal 30 and 
benefits system 20 may be facilitated by software executed on access terminal 30. Such 
software may generate a user interface, including computer-supportable forms, menu driven 
displays, or any other system whereby the patient or health care provider is allowed to initiate 
functions or access information as desired. As discussed below, the software on access 
terminal 30 may comprise an Internet browser if benefits system 20 is accessed via the 
Internet. Figure 3 illustrates a representative example of the choices that may be made by 
a patient using access terminal 30 in order to access benefit information. Moreover, the 
choices depicted in Figure 3 further illustrate one example of the means for accessing health 
benefit information. In this example, the patient begins at a logon screen 34 that prompts the 
user to enter a password or other information that identifies the patient as being authorized 
to use the system. Upon logging in, a medical benefits summary 36 is displayed to the 
patient. For example, the medical benefit summary 36 provides a brief overview of the 
patient's health benefits and instructions for accessing more detailed information. 

In this example, medical plan details 38, including more detailed explanations of 
health benefits, more complete contractual provisions, or the like, may be selected and 
viewed by the patient. The user interface in this example also permits the patient to access 
doctor information 40, which may include a list of doctors participating in the patient's 
medical plan, educational and practice information relating to the doctors and any other 
desired information. In addition, other employee or insurance benefits 42 are optionally 
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accessible through the user interface provided on access terminal 30, examples of which 
include disability insurance provisions, life insurance, and the like. Furthermore, in this 
example, the patient has access to a computer supportable form 43 whereby a request for plan 
enrolment, eligibility modification, or a change in any other employee information may be 
submitted. Accordingly, patients may request updates to their medical plan as has been 
described herein. 

The elements and functions of auto adjudication system 22 and payment system 24 
of Figure 1 are disclosed in greater detail in Figure 4. In particular, Figure 4 illustrates, for 
purposes of example and not limitation, a procedure whereby a health care provider prepares 
and submits a claim for payment, after which the claims processing system of the invention 
adjudicates the claim and initiates payment on the claim if approved. The procedure 
according to this embodiment begins as an employee in doctor's office 44 requests and 
receives a claim form from the claims processing system according to the methods that have 
been described herein. Once the claim form has been received, the health care provider at 
the doctor's office 44 provides treatment to a patient 46. The diagnosis and treatment are 
encoded onto the claim form as the claim is prepared for submission. According to one 
embodiment of the invention that will be described in greater detail hereinafter, the doctor 
may pretest the claim before submission in order to determine whether the claim is to be 
automatically adjudicated or manually adjudicated. 

Creation of the claim may be accomplished using access terminals 30, or other 
suitable input devices at doctor's office 44. Thus, access terminals 30, and suitable software 
executed thereon, are examples of means for a health care provider to enter a claim. The 
claim is then transferred to adjudication system 48, typically using the network infrastructure, 
such as the Internet, that supports the claims processing systems of the invention. 
Accordingly, one example of means for submitting the claim for payment includes the 
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combination of access terminal 30 or another suitable input device and the Internet or another 
network infrastructure for communicating with adjudication system 48. 

Claims that have been determined to be automatically adjudicable, based on criteria 
set by the insurer, are compared against an auto adjudication database 50. A predefined set 
of adjudication rules are contained in auto adjudication database 50 and provide criteria by 
which claims are either approved or denied. Claims that relate to procedures requiring 
manual adjudication are transferred to a claims shop 52 where the claims are reviewed and 
analyzed by claims processing technicians. For example, claims shop 52 may be similar to 
conventional claims shops that have been used in the art to adjudicate medical insurance 
claims. Frequently, insurers employ private contractors 54 to review all or only certain 
classes of manually adjudicable claims in an effort to reduce administrative costs and 
increase the effectiveness of the claims review process. 

Adjudication system 48 may be used to determine the adjudication status of the 
submitted claim, or in other words, if a submitted claim is compatible with automatic 
adjudication, or whether it must be manually adjudicated instead. As will be described 
herein in greater detail, a preliminary determination of the adjudication status of a claim may 
be performed before the claim is submitted. The claims processing systems of the invention 
may include means for sending claims submitted for payment to an entity for manual 
adjudication. One example of such means includes adjudication system 48 and any suitable 
communications pathway. Adjudication system 48 may communicate with claims shop 52 
via the Internet or another wide area network. In the alternative, paper copies of submitted 
claims may be delivered to claims shop 52 through the mail or otherwise. 

Returning now to the automated adjudication system, a claim that has been 
automatically adjudicated and approved is forwarded from adjudication system 48 to means 
for initiating payment of an adjudicated claim, ^nej^ample of such meansis.pool 56,, 
which may be a health care expense account established by a third party insurer or Jiy.a.self 
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insuring cotpomdon. J^undsin an amount equal to the payment approved by adjudication 
system 48 may then be transferred from pool 56 to a clearinghouse bank 58, after which the 
funds are transferred to the doctor's account 60. Alt^atiyely, Jundsjnity be transferre d 
directly from pool 56 to doctpr's.bank 60. 

Payment may be advantageously conducted through electronic transfer of funds, 
which reduces the time and expenses involved in preparing paper checks and other methods 
of initiating payment. Accordingly, the claims processing system may further include means 
for initiating electronic transfer of funds. For example, such means may be any system for 
electronically requesting and initiating payment between pool 56 and bank 60. Systems for 
making electronic transfer of funds are well known in the banking art. 

When an insurer is obligated to pay only a portion of the payment requested in an 
approved claim, an invoice may be sent from adjudication system 48 to patient 46 requesting 
that the patient pay the remaining portion. One method for sending an invoice involves 
means for printing a paper invoice to be sent through the mail. Such means may be included 
in adjudication system 48, and may comprise computer-executable programs and associated 
printers, many of which are well-known in the art. Regardless of whether the insurer pays 
all or only part of an approved claim, the claims processing system may include means for 
sending an explanation of benefits to the patient. Such means may likewise be included in 
adjudication system 48 and comprise computer-executable programs and associated printers, 
many of which are well-known in the art. The explanation of benefits typically informs the 
patient of the status of the claim, the treatment for which payment has been requested, the 
amount to be paid by the insurer and the patient, or any other relevant information. 

Returning now to the manual processing of claims, when claims shop 52 or private 
contractor 54 either approves or denies payment of a claim, one of various methods may be 
used to make the payment or communicate the rejected status of the claim to doctor's office 
44. In one alternative, a check or a notice of rejection is mailed or otherwise delivered from 
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claims shop 52 to doctor's office 44. Alternatively, or in addition, information is transferred 
from claims shop 52 to adjudication system 48 in order to initiate automatic payment for the 
claim using pool 56 and electronic funds transfer. Furthermore, if a patient is required to pay 
all or part of the payment requested by a claim, an invoice may be forwarded to patient 46 
from adjudication system 48 or from doctor's office 44. 

Figure 5 broadly describes, in flow chart form, a method of preparing and submitting 
claims and adjudicating, either automatically or manually, the submitted claim. In step 70, 
the health care provider has prepared a proposed or actual claim based on treatment that is 
contemplated or has already been performed. The claim is then prechecked according to 
methods for determining whether the claim may be automatically adjudicated or must instead 
be manually adjudicated. One example of a claims prechecking process is described in detail 
herein in reference to Figure 6. Once the claim is finalized and has been prepared for 
submission, the decision whether to manually or automatically adjudicate is made in step 72. 
If the diagnosis and treatment or other factors described in the submitted claim require 
manual adjudication, the submitted claim is sent to the claims shop (step 74) where the claim 
is reviewed by a adjudicator. Typically, manually adjudicated claims are reviewed according 
to conventional standards based on current methods of medical practice and the contractual 
relationship between patient, health care provider, and the insurer. If the submitted claim is 
instead compatible with auto adjudication, the claim is automatically reviewed according to 
the methods disclosed herein in step 76. 

Step 70 of Figure 5, wherein a claims precheck is performed on a claim before 
submission is described in further detail in Figure 6. Allowing a health care provider to 
precheck the adjudication status of a claim before submission, or in other words, whether the 
claim is compatible with auto adjudication or instead must be manually adjudicated, 
increases the certainty of the health care provider that the submitted claim will be approved. 
Furthermore, checking the adjudication status of claims encourages health care providers to 
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provide treatment that conforms with current medical practices and that is preferred by the 
insurer. In particular, prechecking a claim before submission allows a health care provider 
to be relatively certain that the claim will be approved and paid, which strengthens the 
incentives of the health care provider to provide preferred treatment. Furthermore, some 
insurers may find it advantageous to provide incentives to encourage submission of 
automatically adjudicable claims, such as compensating automatically adjudicated claims at 
a higher rate than manually adjudicated claims. Furthermore, when auto adjudication is 
coupled with automated payment, health care providers may be able to receive funds within 
a few days of submission rather than the traditional 60 to 90 days. This may be a great 
incentive for health care providers to submit claims that can be autoadjudicated, even if no 
other incentives are provided. The claims processing system o&the invention facilitates 
submission of automatically adjudicated claims, and such automatic adjudication is often 
preferred by health care providers. 

As is the case with many of the other communication features of the present 
invention, the claim precheck process illustrated in Figure 6 may be advantageously 
conducted through the Internet or over another wide area network. In a first step 78, the 
proposed claim is examined in order to determine whether the claim must be manually 
adjudicated. Various factors may be taken into account in determining the adjudication 
status of a claim, including but not limited to the type of treatment for which compensation 
is sought, the particular health care provider submitting the claim, the dollar amount of the 
claim, the medical history of the patient, and so forth. 

Basically, steps 78 and 82 allow any criteria to be established by the insurer for 
claims that must be manually adjudicated. The types of treatments and claims that must be 
manually adjudicated often vary from insurer to insurer, and ordinarily depend on factors 
such as the contractual provisions between the insurer, the patient, and the health care 
provider, and currently acceptable medical practice. For example, an insurer may find it cost 
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effective to manually review and adjudicate all claims relating to certain classes of diagnosis 
and treatment. For instance, relatively costly or uncommon procedures may always be 
subject to manual review and adjudication. Other insurers may allow auto adjudication for 
any type of claim. 

When the treatment described in the claim indicates that manual adjudication is 
required, the doctor is informed of this fact in step 80 before the claim is submitted, and 
perhaps before the treatment has been recommended or carried out. If, in step 82, the claims 
processing system determines that the treatment does not necessarily require manual 
adjudication, the proposed claim may be subjected to one or more additional checks. This 
additional analysis of proposed claims generally is used to reduce the likelihood of fraud or 
unintentional errors in the submitted claims. In step 84, the proposed claim is compared 
against a database or another system to determine whether the diagnosis and treatment are 
consistent according to currently accepted medical practice. For example, a proposed claim 
will likely not be automatically adjudicated if the diagnosis is a sprained ankle and the health 
care provider responds with antibiotics treatment. 

Another optional test for prechecking proposed claims includes performing an 
unbundling check in step 86. Unbundling checks are designed to uncover potentially 
fraudulent claim submissions. The practice of "unbundling" consists of performing, for 
example, multiple medical procedures on a patient through a single surgical incision while 
submitting an insurance claim for the multiple medical procedures as if they had been 
performed separately. Typically, when only one incision is required to perform multiple 
medical procedures, the payment to the operating physician is less than the payment would 
be if each of the multiple medical procedures had been conducted through separate incisions. 
Other fraudulent unbundling techniques for submitting claims on multiple medical 
procedures are sometimes used as well. Accordingly, step 86 involves analyzing the claim 
to determine whether the treatment described in the claim is consistent with an unbundling 
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reporting practice, in which case, manual adjudication may be required. Furthermore, any 
other checks may be conducted on the proposed claim in step 88. 

If, in step 90, the proposed claim has failed one of the forgoing additional checks, 
the doctor is informed of this result in step 80. Depending on the problem identified by the 
additional checks in steps 84, 86, and 88, the doctor may be informed either that the proposed 
claim will be subject to manual adjudication or that it is likely to be denied. 

If the proposed claim has instead passed all the additional checks, the payment 
options available to the health care provider are calculated and displayed. For example, the 
health care provider may be informed that if payment is received electronically, then a 
different amount will be paid than if payment is received through a check or other 
mechanism. According to one embodiment of the invention, the amount that will be paid to 
the health care provider through various payment option is displayed in step 92. Payment 
options are separate and distinct from adjudication method. For example, a health care 
provider may elect to have manually adjudicated claims paid automatically. The amount 
paid to the health care provider may be dependent on the type of adjudication used as well 
as the payment option selected. 

If the health care provider is satisfied with the payment option that has been 
calculated and displayed and agrees to the payment option in step 94, the process of 
prechecking the proposed claim has been completed, and the claim is in condition for 
submission. On the other hand, if the health care provider does not accept or agree to the 
payment options that have been calculated and displayed, the health care provider may 
choose to revise the proposed claim in step 96 in an attempt to make the claim compatible 
with automated adjudication or to achieve the desired compensation for services rendered. 

As shown in Figure 6, step 96 may be conducted after the health care provider has 
been notified that the claim must be manually adjudicated, that the claim has not passed the 
additional checks, or after the calculated and displayed payment option has not been selected. 
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In step 98, the health care provider revises the proposed treatment or corrects any errors that 
have occurred in creating the proposed claim. Such revision is accomplished using means 
for modifying the claim. Access terminals such as terminals 30 of Figure 2 or any other 
computer running appropriate software are examples of such means for modifying the claim. 
In particular, access terminals 30 may support software that allows the health care provider 
to revise the content of a proposed claim before the claim is submitted for payment. Claim 
revision might result in the health care provider using a less costly, alternative treatment or 
a treatment that conforms to currently accepted medical practice or to the insurer's 
preferences. Once a claim has been revised, the newly proposed claim may be again 
subjected to the claim precheck method described herein. 

Returning now to step 94, if the calculated and displayed payment option is selected 
by the health care provider, the proposed claim is submitted to the claims processing system 
of the invention for either auto adjudication in step 102 or manual adjudication in step 104. 
Moreover, if the health care provider is presented with the option of revising the proposed 
claim in step 96 but declines to do so, the proposed claim may then be manually adjudicated 
according to step 104. 

The payment system 24 illustrated in Figure 1 and described in reference to Figure 4 
is disclosed in greater detail in Figure 7. The payment system and the method associated 
therewith are used after the claim has been submitted to the claims processing system by the 
health care provider. First, the submitted claim is examined in order to determine whether 
it is to be manually adjudicated or automatically adjudicated. If the submitted claim had 
previously been subjected to a claims precheck process as disclosed herein in reference to 
Figures 5 and 6, the decision to be manually adjudicate or automatically adjudicate the claim 
may have already been made. However, if the claim was submitted without making a 
preliminary decision between manual and automatic adjudication, steps 110 and 112 may 
include procedures substantially similar to steps 78, 82, 84, 86, 88, and 90 of Figure 6. 
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If, according to step 1 12, a submitted claim is to be manually adjudicated, the claim 
is sent to claim shop 52 (step 114). After manual adjudication, notices are generated in 
step 116 and are forwarded to the patient, the insurer, the doctor, or other parties as desired. 
In addition, in some embodiments information regarding claim disposition, payment status, 
or other information, may be sent back to adjudication system 48 of Figure 4 so that the 
information can be accessed by the health care provider or other appropriate individuals. 
Moreover, payment may be made at this stage if the manually adjudicated claim is approved. 
This is illustrated by step 117 of Figure 7. Payment may be via electronic funds transfer or 
any other appropriate mechanism. 

In the case of an automatically adjudicated claim, execution proceeds to step 113 
where any auto-adjudication tasks in addition to those already discussed in conjunction with 
Figure 6 are performed. These tasks may include any type of task necessary to complete the 
auto-adjudication process. Decision block 1 1 5 tests whether, after performing the tasks, the 
claim can still be autoadjudicated. If not, the claim may be submitted for manual 
adjudication as illustrated by step 114. If the claim is adjudicated, then execution proceeds 
to step 118 where adjudication system 48 issues a payment request to pool 56, thereby 
initiating payment to the health care provider. Note that step 1 1 3 and decision block 1 1 5 are 
optional and are only necessary if any remaining tasks for auto-adjudication remain after the 
precheck of Figure 6. If the insurer pays only a portion of the amount requested in the 
approved claim, the payment system may generate supplemental invoices in step 120 that are 
directed to the patient or to another payor who will supply the remaining portion. 
Furthermore, an explanation of benefits may be generated in step 122 in order to inform the 
patient or other entity or individual of the status of the claim and the treatment for which the 
claim was submitted. 

In embodiments of the invention that include payment tracking system 26 illustrated 
in Figure 1 , the health care provider may monitor the payment status of the submitted claim. 
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According to one implementation, access terminals 30 of Figure 2 or other appropriately 
configured computer may be further used to access payment information. Moreover, 
software may be provided on access terminals 30 for permitting the health care providers to 
access the desired payment information. As discussed below, such software may comprise 
a web browser if the payment system is accessed via the Internet. Such software will 
typically connect to another system, such as central system 140 of Figure 9 discussed below, 
to perform the functions of the payment tracking system. Thus, in some embodiments a 
traditional client/server architecture may be used. Figure 8 depicts selected choices presented 
to the health care provider by a representative example of the payment tracking system and 
the user interface generated thereby. 

In this example, the health care provider is presented with a logon screen 124 that 
may request a password or other information that identifies the health care provider as being 
authorized to access the payment tracking system. Upon logging on, a navigation screen 1 26 
that presents various menu options is displayed. From there, the health care provider may 
proceed to a payment summary 1 28 of a particular patient or submitted claim. From payment 
summary 128, a printed copy 130 may be generated, detailed information 132 may be 
acquired, or the health care provider may mark the particular submitted claim as having been 
reviewed at reference number 134. In addition, navigation screen 126 may lead to a search 
protocol 136 whereby the health care provider may locate information relating to a particular 
patient, submitted claim, or the like. The payment tracking systems of the invention are not 
limited to the specific system described above, but instead may comprise any system that 
allows health care providers to retrieve payment status and other payment information during 
the claim adjudication and payment process. 

Figure 9 illustrates a further embodiment of the claims processing system of the 
invention that incorporates the benefits system 20, automated adjudication system 22, 
payment system 24, and payment tracking system 26 of Figure 1 . According to this 
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embodiment, a health care provider at doctor's office 44 may request and receive benefits 
information from central system 140 in preparation for diagnosing and treating patient 46. 
The health care provider may learn, for example, that preauthorization is required prior to 
treatment. The preauthorization may be obtained, for example, from risk pool 142 as 
indicated. Furthermore, before or after treatment, the health care provider may receive an 
indication that the claim can be submitted for automated adjudication or may instead learn 
that the claim is to be manually adjudicated as has been described herein in reference to 
Figures 5 and 6. For example, the proposed claim may utilize auto-adjudication database 50 
to identify diagnosis and treatments that may indicate fraud, error, or that may otherwise 
require manual adjudication. 

The structure that corresponds to the means for a health care provider to determine 
the adjudication status of a claim prior to submission may include any of a number of 
elements that have been disclosed herein. For example, the means for determining the 
adjudication status may include a properly configured computer in combination with a 
network infrastructure and the adjudication system 48 of Figure 4. 

Once the health care provider has selected a treatment, perhaps by adjusting the 
treatment in response to the claims prechecking procedure, the claim is submitted to central 
system 140. In addition, the health care provider at doctor's office 44 may later access 
payment status of the submitted claim during the review and adjudication process. 

According to this embodiment, patient 46 has access to benefits information from 
central system 140. For example, the manner of accessing benefit information may be 
substantially similar to that described in reference to Figures 2 and 3. After a claim has been 
submitted and adjudicated, an explanation of benefits may be forwarded by central system 
140 to patient 46. In addition, if the submitted claim is denied or if the insurer pays only a 
portion of an approved claim, an invoice may be forwarded from central system 40 to patient 
46, requesting payment of the remaining portion of the medical expense. 
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Employer 144 likewise has access to benefit information stored on central 
system 140 and in benefits database 28 according to this embodiment. The benefit 
information stored in benefits database 28 may be updated or modified by employer 144 as 
described herein in reference to Figures 2 and 3. 

According to the embodiment of Figure 9, when a claim is submitted to central 
system 140 and the claim is determined to be incompatible with auto adjudication, the 
submitted claim is forwarded to claims shop 52 or, in the alternative, to private contractor 54. 
If the manually adjudicated claim is approved, claims shop 52 sends full or partial payment 
to doctor's office 44, to doctor's bank 60, or to any other selected location. Payment may be 
electronic paper check, or any other appropriate method. Furthermore, when a submitted 
claim has been either approved or rejected using manual adjudication, communications may 
be directed to the health care provider describing the result. 

Automatically adjudicable claims may be reviewed using a processor located in 
central system 140 according to the methods that have been described herein. Upon approval 
of an automatically adjudicated or manually adjudicated claim, notice of the approval may 
be sent from central system 140 to bank 56 in order to initiate payment of funds equal to the 
full or the partial amount requested. 

Utilization of the Internet as a communications transport mechanism for the present 
invention has several distinct advantages. First, it eliminates the need to develop or maintain 
a dedicated network for the system. It also simplifies deployment and maintenance of client 
software. For example, the benefits system of Figures 2 and 3 and the payment tracking 
system of Figure 8 may utilize Internet browser technology for the client portions of the 
software. Central system 140 or another appropriately configured server may provide the 
information using standard Internet protocols. This architecture may also be used in an 
intranet where one or more of the communication transport paths are over a local area 
network. 
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The present invention has several other benefits. For example, since claims are 
placed in an electronic form by Dr.'s Office 44, when the claim is initially submitted, the 
claim may be transferred and processed electronically after that point. Thus, even claims that 
are forwarded to claims shop 52 for manual adjudication may be transferred, forwarded, and 
reviewed in an electronic format. Thus, the internal workings of claim shop 52 may be 
completely or substantially "paperless" thus reducing the administrative overhead and 
reducing the time from submission to adjudication. Since claims are electronic, it is easier 
to split off claims to be transferred to private contractor 54 for processing. The decisions as 
to which claims and the actual sending may be a mostly or wholly automated task. 

Figures 10 and 11 relate to another specific example of submitting claims for 
prechecking and payment using the Internet. According to step 202, before a doctor treats 
a patient, the doctor accesses the claims processing system of this .embodiment by means of 
a doctor's terminal 230. In particular, the doctor or medical personnel at the doctors office 
access a central system terminal 232 via Internet infrastructure 234. Central system terminal 
232 may be operated, for example, by the entity that administers the claims processing 
system of the invention. Furthermore, central system terminal 232 may include any suitable 
computer and, in one embodiment, includes an IBM AS/400 computer. 

In step 204, central system terminal 232 requests a social security number associated 
with the patient or another patient identifier. This request is transmitted through Internet 
infrastructure 234 to doctor's terminal 230, where an appropriate display is generated. In 
response, patient social security number is transmitted in step 206 from doctor's terminal 230 
to central system terminal 232, thereby identifying the patient for whom treatment is about 
to be made. Next, central system terminal 232 references a records location database 236, 
which identifies the location at which patient eligibility records associated with the patient 
are stored. For example, patient eligibility and other patient records may be stored at a third 
location separate from the site of the central system terminal 232. 
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In this example, records location database 236 informs the system that the eligibility 
records associated with the patient are available at records terminal 238. Consequently, 
central system terminal 232 identifies a Uniform Resource Locator ("URL") that may be used 
to access records terminal 238 and sends the URL to doctor's terminal 230 in step 208. 
Doctor's terminal 230 then uses the URL as an Internet address to access records terminal 
238 and, in step 210, the -doctor's terminal is in effect handed off from central system 
terminal 232 to the records terminal. Like central system terminal 232, records terminal 238 
may include a suitable computer, which in one embodiment is an IBM AS/400 computer. 
As illustrated by step 212, records terminal 238 supplies eligibility and other patient 
information to doctor's terminal 230 according to the invention as described herein. For 
example, the eligibility information may be stored in a patient eligibility database 240 and 
made available to records terminal 238. Thus, the doctor or other medical personnel may 
view and retrieve patient and insurance plan eligibility information on doctor's terminal 230 
before treatment is provided. 

In step 2 14, the doctor provides the appropriate treatment to the patient after having 
been informed of the patient's eligibility and other relevant information. According to step 
216, the doctor or other medical personnel can edit and prepare the health claim after the 
patient has been treated using doctor's terminal 230, and can then submit the claim for 
prechecking or auto adjudication as previously described herein. In this example, the claim 
is sent to central system terminal 232, where it is subjected to a claim precheck system 242 
as illustrated by step 218. 

The central system terminal then informs the doctor's terminal 230 of the results of 
the prechecking or auto adjudication. In step 220, the claim is then submitted to a claim 
processor 244 for payment or for further processing and approval or rejection according to 
the invention as described herein. Claim processor 244 is also accessible via Internet 
infrastructure 234 in this embodiment. Depending on the final adjudication of the claim, 
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claim processor 244 may then initiate payment through electronic funds transfer or by 
mailing a check to the doctor. In the foregoing manner, this embodiment of the invention 
provides automated patient eligibility information, claim prechecking, claims editing, and 
claims payment. The use of the Internet makes the system and method very flexible and 
easily applicable to doctor's offices in virtually any location. Furthermore, it is to be 
understood that the features of the other embodiments may also be incorporated into the 
example described above in reference to Figures 10 and 1 1 . 

It should be understood that the systems and method of the invention are not limited 
to the specific embodiments described herein. For example, the methods for determining 
whether a claim is to be automatically or manually adjudicated before submission of the 
claim may be combined with other claims processing systems beyond those described herein. 
In particular, the invention extends to conventional claims processing systems in 
combination with the novel systems for prechecking the adjudication status of a proposed 
claim. In addition, claims processing systems having a payment tracking system described 
herein for allowing a health care provider to monitor the payment status of a submitted claim 
can be combined with other claims processing systems beyond those specifically disclosed 
in this document. Furthermore, the invention extends to other selected elements, such as the 
system by which health care provider may download partially prepared claims forms, in 
combination with conventional claims processing systems. Those skilled in the art will 
recognize that various combinations of the elements disclosed herein are novel and are 
encompassed by the invention. 

The present invention may be embodied in other specific forms without departing 
from its spirit or essential characteristics. The described embodiments are to be considered 
in all respects only as illustrative and not restrictive. The scope of the invention is, therefore, 
indicated by the appended claims rather than by the foregoing description. All changes 
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which come within the meaning and range of equivalency of the claims are to be embraced 
within their scope. 

What is claimed and desired to be secured by United States Letters Patent is: 
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